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FOREWORD 

This  analysis  of  the  comnteroial  policies  of  El  Salvador  and  its 
trade  relations  with  the  world  and  with  the  United  States  is  one  of  a 
series  making  up  part  II  of  a  report  by  the  United  States  Tariff  Com- 
mission on  the  foreign  trade  of  Latin  America.   Part  I  deals  with  the 
trade  of  Latin  America  as  a  irtiole,  part  H  with  the  trade  of  individual 
Latin  American  countries,  and  part  III  with  Latin  American  export  com- 
modities.  Peirt  I  contains  a  short  description  of  the  Latin  American 
area,  a  consideration  of  the  commercial  policies  of  the  Latin  American 
countries,  an  examination  of  the  total  trade  of  Latin  America  with  the 
world  and  with  the  United  States,  and  an  analysis  of  special  problems  in 
the  foreign  trade  of  Latin  America,  including  those  arising  out  of  the 
present  European  war.   Part  II,  consisting  of  20  sections,  is  a  survey 
of  the  commercial  policy  and  the  foreign  trade  of  each  of  the  20  Latin 
American  republics,  with  special  emphasis  on  the  trend,  composition,  and 
destination  of  exports,  and  the  trend,  composition,  and  source  of  imports. 
Each  section  also  contains  an  analysis  of  the  trade  of  the  United  States 
with  the  particular  country.   Part  III  deals  individually  with  approxi- 
mately 30  selected  Latin  American  export  commodities,  for  each  of  which 
there  is  a  discussion  of  production,  exports,  trade  barriers,  prices,  and 
competitive  conditions,  and  the  effects  of  the  Europeem  war. 


The  coimtriee  covered  in  part  II  of  this  report  are  as 
follows: 

Section  1.  -  Argentina 
do.   2.  -  Bolivia 
do.   3.  -  Brazil 
do.   4.  -  Chile 
do.   5.  -  CJolombia 
do.   6.  -  Ecuador 
do.   7.  -  Paraguay 
do.   8.  -  Pern 
do.   9.  -  Uruguay 

do.  10.  -  Venezuela 

do.  11.  -  Costa  Rica 

do.  12.  -  El  Salvador 

do.  13.  -  Guatemala 

do.  14.  -  Honduras 

do.  ,15.  -  Hicaragua 

do.  16.  -  Panama 

do.  17.  -  Mexico 

do.  18.  -  Cuba 

do.  19.  -  Dominican  Republic 

do.  20.  -  Haiti 
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SECTION  12.  -  EL  SALVADOR 

El  Salvador  -  A  Description 
Plgrsical  characteristicfl ♦ 

The  Republic  of  El  Salvador ,-=^  the  smallest  of  the  six  countries 
of  Central  America,  is  bounded  on  the  north  by  Hondtiras,  on  the  east 
by  Honduras  and  the  Gulf  of  Fonseca,  on  the  south  by  the  Pacific 
Ocean,  and  on  the  west  by  Guatemala.   The  only  independent  country 
of  Central  America  without  a  Caribbean  littoral,  it  has  a  Pacific 
coast  line  of  about  l60  miles,  and  a  maximum  width  of  about  75  miles. 
The  area  of  El  Salvador,  including  dependent  Islands  in  the  Gulf  of 
Fonseca,  is  13,176  square  miles,  approximately  equivalent  to  that  of 
Massachusetts,  Rhode  Island,  and  Connecticut  combined. 

Two  mountain  ranges  traverse  El  Salvador  from  east  to  west. 
Numerous  spurs  connect  the  two  ranges  and  extend  from  them,  creating  a 
plateau  region  emd  a  number  of  fertile  valleys.   The  most  important 
of  these  valleys  Is  that  of  the  R£o  Lempa.   The  average  elevation  in 
the  plateau  region  is  about  2,000  feet,  but  in  the  mountain  ranges 
elevations  reach  8,000  feet.  There  are  numerous  volcanoes,  some  of 
them  active.   To  the  east  the  plateau  descends  gradually  to  a  lowland 
area.   Betv/een  the  mountain  range  and  the  Pacific  Ocean  is  a  narrow 
coHstal  plain  from  10  to  15  miles  in  width. 

The  climate  of  El  Salvador  varies  from  tropical  to  temperate,  de- 
pending on  the  altitude.   The  coastal  plain  is  hot  and  humid,  and  the 


1/  In  Spanish,  RepiJblica  de  El  Salvador  (Republic  of  The  Savior.) 


rainfall  is  heavy*   In  the  plateau  region  and  valley  areas,  up  to  an 
elevation  of  about  2,500  feet,  the  climate  Is  semltroplcal,  while  In 
the  upper  reaches  of  the  mountains  It  Is  temperate.   The  mean  annual 
temperattire  at  San  Salvador  (elevation  2,100  feet)  Is  about  72®  F. 
There  are  two  seasons  In  El  Salvador;  the  rainy  season  extends  from 
May  to  October,  and  the  dry  season  or  "summer"  from  November  to  April* 
The  average  annual  rainfall  Is  about  72  Inches,  more  than  three-fourths 
of  which  falls  In  the  rainy  season. 

There  are  numerous  rivers  In  El  Salvador,  the  principal  of  which 
are  the  R£o  Lempa,  the  Rfo  de  Paz,  and  the  Rfo  Grande  de  San  Miguel* 
Although  the  rivers  are  not  of  Importance  for  navigation,  being  useful 
only  for  small  craft,  they  are  of  decided  Importance  to  Salvadoran 
agrlcultture.   The  Lempa/i'  the  most  Important,  rises  In  Guatemala  and 
flows  through  Honduras,  thence  Into  El  Salvador,  where  it  follows  a 
tortuous  course  to  the  Pacific  Ocean.    The  Rfo  de  Paz  forms  the 
boundary  between  £1  Salvador  and  Guatemala,  and  the  Rfo  de  Goascor&i 
forms  part  of  that  between  El  Stilvador  and  Honduras.   There  are  a 
number  of  lakes  in  El  Salvador,  the  largest  of  which  are  Lake  Gulja, 
on  the  Guatemalan  frontier,  and  Lake  Ilopango,  near  San  Salvador, 

About  375  miles  of  railroad  are  in  operation  in  El  Salvador*   A 
railway,  about  90  miles  in  length,  owned  by  British  interests  (the 
Salvador  Railway  Company),  connects  Acajutla  with  San  Salvador  and  the 
Important  coffee  center  of  Santa  Ana.   The  International  Railways  of 
Central  America,  a  United  States  enterprise,  operates  285  miles  of 


"Ij  The  Lempa  is  the  largest  river  emptying  into  the  Pacific  Ocean 
between  the  Colorado  River  and  Cape  Horn. 


track.   This  railroad  traverses  the  country  from  Cutuco  (La  Uni6n) 
northwest  to  the  Guatemaleua  frontier,  connecting  with  Guatemala  City 
and  Puerto  Barrios.   A  branch  line  connects  Texislepeque  with  Santa 
Ana  and  Ahuachap&a.   In  1939  the  two  Salvadoran  railroads  carried 
more  than  916  thousand  passengers  and  337  thouseind  tons  of  freight  Jt/ 

There  are  3,700  miles  of  highways  in  El  Salvador,  of  which  about 
1,600  are  unimproved.   The  main  highway,  the  Carretera  Panamericana, 
is  the  Salvadoran  section  of  the  Pan  American  highway.   This  road, 
which  is  181  miles  in  length,  traverses  the  cotmtry,  linking  it  with 
Guatemala  in  the  west  and  Honduras  on  the  east.   Various  other  trunk 
highways  connect  the  chief  cities  and  ports.   An  excellent  23-aile 
road  connects  San  Salvador  with  its  port.  La  Libertad.    Automobile 
registrations  in  El  Salvador  in  1938  totaled  3,267. 
Population. 

According  to  the  census  of  1930,  the  population  of  El  Salvador 
was  l,/.38,000.   An  official  estimate  placed  the  munber  of  inhabitants 
on  December  31,  1939,  at  1,7^5,000,  or  about  132  persons  to  the  square 
mile.    El  Salvador  is  the  second  most  densely  populated  of  the  20 
Latin  American  countries,  being  exceeded  in  that  respect  only  by 
Haiti #^  More  than  three-fifths  of  the  Salvadoran  population  is  nural* 

The  principal  city  of  El  Salvador  is  its  capital,  San  Salvador. 
Situated  in  the  plateau  region,  at  an  altitude  of  2,115  feet,  it  has  a 


1/  Pan  American  Union,  American  Nations  Series  No.  18,  El  Salvador. 
2/  The  density  in  Haiti  is  double  that  in  El  Salvador  (265  persons 
per  square  mile) • 


popfulation  of  106,000.   Other  important  cities  and  towns,  vail  of 
which  are  in  the  interior,  include  Santa  Ana,  with  85 > 000  inhabitants; 
San  Miguel,  44,000j  Santa  Tecla,>i/33,0005  Abuachap&i,  31,000;  Son- 
sonate,  23,000;  San  Vicente,  27,000;  Zacatecoluca,  26,000;  end 

Cojutepeque,  21,500.   Eight  other  cities  have  populations  ranging 

2/ 
from  10,000  to  20,000.-^ 

The  principal  ports  of  El  Salvador  are  La  Uni6n,  with  a  popu- 
lation of  8,000,  La  Libertad,  with  ^4,000,  and  Acajutla,  with  3,000. 
About  one-half  of  El  Salvador's  exports  pass  through  La  Uni(5n,  which 
is  on  the  Gulf  of  Fonseca;  Acajutla  handles  from  one-fourth  to  one- 
third  of  all  exports.   About  oneT-third  of  all  imports  enter  through 
La  Libertad.   La  Uni6n^  is  a  protected  seaport,  but  Acajutla  and  La 
Libertad  are  open  roadsteads,  and  cargoes  must  be  lightered  ashore*^ 

The  people  of  El  Salvador  are  principally  of  European  and  of 
mixed  European  and  Indian  stock.   Only  about  one-tenth  of  the  popu- 
lation consists  of  full-blooded  Indians.   The  langiiage  of  the  coun- 
try is  Spanish. 
Nat\iral  resoxirces  and  economy. 

Agriculttire.  -  El  Salvador  is  an  agriciilttiral  country,  with  but 
few  mining  and  manufacturing  industries.  The  principal  export  crop 
is  coffee,  but  small  quantities  of  sugar,  henequen,  cacao,  indigo^ 


i/  A2.S0   knovm  as  Nueva  San  Salvador, 

2/  U.  S.  Bureau  of  Foreign  and  Domestic  Commerce,  Commercial 
Travelers'  Guide  to  Latin  America,  part  III,  194-0. 

j/  Cargoes  are  actually  handled  at  Cutuco,  about  a  mile  from  La 
Uni6n. 

J^  Pan  American  Union,  American  Nations  Series,  No.  18,  El  Salvador; 
U.  S.  Bureau  of  Foreign  and  Domestic  Commerce,  Commercial  Travelers* 
Guide  to  Latin  America,  part  III,  19A0. 


rice,  cotton,  and  balsam  are  also  shipped  abroad.   Other  agrictiltTirsl 
products,  grown  chiefly  for  domestic  consumption,  include  com,  beans, 
millet,  wheat,  tobacco,  bananas,  pineapples,  coconuts,  oranges,  man- 
goes, papayas,  tomatoes,  and  avocados.   About  four-fifths  of  the 
total  area  of  El  Salvador  is  under  cultivation. 

The  Salvadoran  economy  is  characterized  by  its  dependence  on  ex- 
ports of  coffee.   More  than  nine-tenths  of  the  value  of  all  exports 
consist  of  this  one  commodity;  with  the  exception  of  Venezuela,  where 
petroleum  predominates,  no  other  country  of  Latin  America  is  so  de- 
pendent upon  the  export  of  a  single  product.    Shifts  in  the  prices 
of  or  markets  for  coffee  are  immediately  reflected  in  both  the  foreign 
and  the  domestic  trade  of  El  Salvador.   Exports  of  coffee  determine 
in  great  measure  the  value  of  Salvadoran  imports,  since  there  are  few 
other  sources  of  foreign  exchange.   Moreover,  a  large  part  of  govern- 
ment revenue  is  derived  from  customs  duties,  both  import  and  export, 
so  that  the  country's  fiscal  structure  also  rests  in  large  part  upon 
coffee.   In  periods  of  low  prices,  the  Salvadoran  Government  has  en- 
deavored to  assist  the  growers  by  suspending  a  portion  of  the  export 
duty  on  coffee.   Efforts  have  also  been  made  to  diversify  agriculture 
in  order  to  reduce  the  dependence  on  one  crop.   El  Salvador  ranks 
third  among  the  coffee  exporting  covmtries  of  Latin  America,  being  ex- 
ceeded only  by  Brazil  and  Colombia. 

Coffee  is  grown  principally  in  the  higher  elevations,  in  the 
central  and  western  parts  of  the  country.   According  to  the  first 
Salvadoran  coffee  census,  completed  in  May  1939,  there  v/ere  then  about 


140  million  coffee  trees  In  EL  Salvador,  covering  ah  area  of  more  than 
202,000  acres;  approximately  100,000  additional  acres  are  said  to  be 
suitable  for  coffee  growing.   In  1939  there  were  11,545  coffee  plan- 
tations (called  "flncas"),  and  10,921  proprietors.    Although  some 
coffee  Is  produced  In  each  of  the  14  departments  of  El  Salvador, 
nearly  one-half  of  the  acreage  Is  In  the  five  Departments  of  Santa 
Ana,  La  Llbertad,  Usulut^,  Sonsonate,  and  Ahuachap^.   One-fifth  of 
the  entire  production  of  coffee,  however,  takes  place  In  the  Depart- 
ment of  Santa  Ana.   Domestic  consumption  of  coffee  In  El  Salvador 
averages  about  20  million  poxands  annually;  the  remainder  Is  exported. 
Exports  In  1933  amounted  to  119  million  pounds. 

The  coffee  produced  In  El  Salvador  Is  predominantly  of  the  "mild" 
variety  (CJoffea  arablca),  used  In  the  United  States  largely  for  blend- 
ing purposes.   It  commands  a  high  price  in  European  and  United  States 
markets,  and  competes  only  indirectly  with  Brazilian  coffee,-*'   In 
the  years  immediately  preceding  the  outbreak  of  the  European  war,  be- 
tween two-fifths  and  one-half  of  all  Salvadoran  exports  of  coffee  went 
to  European  markets:  these  markets  are  now  closed,  emd  El  Salvador  is 
finding  it  difficult  to  dispose  of  the  crop.   Under  the  terms  of  the 
Inter-American  Coffee  Agreement,  slgxied  November  28,  1940,  El  Salvador 
was  permitted  to  ship  to  the  United  States  79*4  million  pounds  of 
coffee  during  the  quota  year  beginning  October  1,  1940w^  This  com- 
pares with  actual  shipments  to  the  United  States  of  79.2  million  pounds 


during  the  calendar  year  1939 » 

1/  In  the  trade,  all  coffees  are  roughly  grouped  into  "Brazils"  and 
"Milds",  the  milds  constituting  all  coffees  grown  outside  of  Brazil. 

tJ  As  of  June  1,  1941,  this  quota  was  increased  to  80,7  million 
pounds  by  the  Inter-American  Coffee  Board, 


Sugar,  the  second  ranking  agricultural  export,  is  grovm  in  the 
lowland  areas,  principally  in  the  Departments  of  San  Salvador,  La 
Libertad,  and  Sonsonate.   Salvadoran  production  of  sxjgar  is  custom- 
arily adequate  for  domestic  requirements  with  a  small  surplus  for  ex- 
port; in  some  years,  however,  sugar  must  be  imported.   Production 
averages  about  30  thousand  tons  annually.   About  25  thousand  acres 
are  devoted  to  the  cultivation  of  siigar  cane. 

Henequen,  grown  chiefly  in  the  Departments  of  San  Miguel  and 
Moraz&i,  ranks  third  among  Salvadoran  agricultural  exports,  but  the 
quantities  involved  are   small.   In  1936  more  than  11,000  acres  were 
devoted  to  this  fiber,  tmd  production  amounted  to  3,600  tons;  in 
1937,  however,  production  declined  to  2,280  tons.   The  greater  part 
of  the  henequen  is  employed  to  make  bags  in  which  Salvadoran  coffee 
is  shipped  abroad. 

Other  Salvadoran  agricultural  exports  include  rice,  indigo,  and 
honey.   Although  rice  is  grown  chiefly  for  domestic  consumption, 
some  is  usually  available  for  export  to  Honduras.   Production  of  rice 
in  1937  amounted  to  9,575  tons.   Indigo,  once  a  principal  export 
commodity,  is  still  exported  to  Mexico  and  Peru,  but  in  sma3J.  quan- 
tities.  Production  in  1937  was  31  tons. 

The  leading  agricultural  products  grown  in  EL  Salvador  princi- 
pally for  doiaestic  consumption  are   com,  beans,  millet,  cotton,  to- 
bacco, and  wheat.   Production  in  1937  was  as  follows:   Com,  8^^,830 
tons;  millet,  55,^56  tons;  beans,  12,187  tons;  cotton,  1,048  tons; 
and  tobacco,  36  tons.   Production  of  wheat  in  1936  amounted  to  68 
tons.   The  cotton  produced  in  El  Salvador  is  sufficient  to  supply 


the  small  domestic  textile  industry.   Cotton  growing  was  b^gun  in 
1924.,  but,  because  of  plant  pests,  was  practically  abandoned  several 
years  later.   Cultivation  was  revived  in  1935,  and  production  has 
since  increased  rapidly.   The  Government  has  encouraged  the  growing 
of  cotton  by  fixing  prices  £uid  prohibiting  imports  as  long  ac  domestic 
supplies  are  sufficient  to  meet  the  requirements  of  the  domestic  tex- 
tile industry.—' 

Forest  industries.  -  The  most  important  forest  product  exported 
by  El  Salvador  is  the  so-called  "balsam  of  Peru."^  Despite  its  name, 
this  medicinal  gura,  which  is  extracted  from  the  trunk  of  the  tree,^/ 
is  indigenous  to  and  is  produced  principally  in  El  Salvador.   Pro- 
duction, which  takes  place  on  the  coastal  plain  between  the  ports  of 
Le  Libertad  and  Acajutla,  amounted  to  208  tons  in  1936,  and  to  134. 
tons  in  1937.   Exports  of  other  forest  products  from  El  Salvador  are 
small;  they  include  hardwoods  (principally  mahogany,  cedar,  and  wal- 
nut), dyewoods,  kapok,  and  rubber. 

Pastoral  industries.  -  Stock  raising  is  an  important  activity  in 
E]  Salvador.   It  is  carried  on  in  nearly  all  parts  of  the  country, 
but  principally  in  the  coastal  plain.   In  193^  there  were  630  thou- 
sand cattle,  577  thousand  hogs,  32  thousand  goats,  and  20  thousand 
sheep  in  the  country,  as  well  as  221  thousand  horses.    The  local  in- 
dustry supplies  the  entire  domestic  demand  for  meats  and  dairy  products • 

"xj  By  a  decree  of  Dec.  1,  1937,  raw  or  ginned  cotton  may  not  be  im- 
ported except  with  the  permission  of  the  Ministry  of  Finance.   A  de- 
cree of  Dec.  29,  1936,  prohibited  imports  of  machinery  for  picking 
cotton, 

2/  The  misnomer  "balsam  of  Peru"  originated  in  the  colonial  period, 
when  shipments  to  Spain  v/ere  routed  via  Peru.   It  is  now  required  that 
all  balsam  exported  be  marked  "balsam  of  El  Salvador." 

_2/  The  balsrjn  trees  are  tapped  when  they  are  about  25  years  old. 


Most  of  the  hides  emd  skins  produced  in  £1  Salvador  are  utilized  by 
domestic  tanneries  and  shoe  factories;  the  remainder  is  exported. 

Mining.  -  Although  a  ncmber  of  minerals  are  known  to  exist  in  £1 
Salvador,  there  has  been  little  development  of  the  country's  mineral 
resources, with  the  exception  of  gold  and  Isilver.   These  metals  are 
found  associated  in  many  parts  of  the  country,  but  the  principal  mines 
are  in  the  DepEurtanents  of  San  Miguel,  Moraz&i,  and  La  IJni6n.  The 
value  of  the  gold  produced  in  1939  was  estimated  to  be  560  thousand 
dollars.   Other  minerals  in  EL  Salvador  incliide  coal,  petroleum,  iron, 
copper,  lead,  zinc,  mercury,  sulfur,  and  asbestos.   Limestone,  gran- 
ite, and  marble  are  also  available.   In  general,  minerals  in  El 
Salvador  occur  in  small  quantities,  in  relatively  inaccessible  areas. 
There  has  been  no  development  of  coal  or  petroleum  resources. 

Manufacturing .  -  Until  recently,  manufacturing  in  El  Salvador  was 
l€a:^ely  associated  with  the  processing  of  agricultural  products,  par- 
ticularly the  preparation  of  coffee  beans  for  export,  the  refining  of 
sugar,  the  distillation  of  alcohol,  and  the  tanning  of  leather.   There 
was,  however,  some  production  of  cotton  textiles,  straw  hats,  soap, 
candles,  candy,  tobacco,  cigarettes,  beer,  rum,  furniture,  bricks, 
pottery,  rope,  and  other  light  consumer  goods.   In  .he  past,  the  de- 
velopment of  manufacturing  in  El  Salvador  has  been  retarded  by  lack 
of  raw  materials,  transportation  facilities,  and  skilled  labor,  and 
the  limited  market. 

In  the  last  decade,  a  number  of  other  small  manufacturing  in- 
dustries have  been  established  to  produce  for  the  domestic  market. 
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The  products  of  many  of  these  industries  have  been  accorded  tariff 
protection,  cuid  in  some  cases  imports  of  simileur  commodities  have  been 
eliminated.   There  are  now  about  300  manofacturing  establishaents  in 
the  country,  nith  an  annual  production  valued  at  more  than  S.S  Billion 
dollars.   Most  of  these  are  small  enterprises,  each  employing  but  a 
few  workers  and  producing  for  a  very  limited  local  market.   Among  the 
products  of  Salvadoran  industry,  other  than  those  already  mentioned, 
are  bags  made  from  domestic  henequen,  carpets  and  rugs,  cxartains, 
clothing,  handbags,  shoes,  rubber  heels,  leather  goods,  bone  buttons, 
aerated  waters,  matches,  salt,  lard,  flour,  dairy  products,  mirrors, 
table  and  kitchen  ware,  furniture,  ironwork,  paper  and  cardboard, 
musical  instruments,  and  jewelry.   Almost  the  entire  domestic  demand 
for  cotton  yam  now  is  furnished  by  loccO,  mills. 

Foreign  investments.  -  Statistics  of  foreign  investments  in  El 
Salvador,  other  than  those  of  the  United  States  euid  the  United  King* 
dom,  are  not  available.   United  States  direct  Inves'toents  at  the  end 
of  1936  amounted  to  17.2  million  dollars.    No  data  are  available  to 
show  the  distribution  of  the  investments  by  economic  groups,  but  they 
apparently  are  in  public-utility  and  transportation  enterprises.   The 
United  States  portfolio  of  Salvadoran  securities  in  1935  was  estimated 


i/  U.  S.  Department  of  Commerce,  American  Direct  Investments  in  For- 
eign  Countries  -  1936,  p.  12.   "Direct"  investments  are  defined  as 
all  United  States  investments  in  those  foreign  corporations  or  enter- 
prises which  are  controlled  by  a  person  or  small  group  of  persons 
(corporate  or  natural)  domiciled  in  the  United  States,  or  in  the 
management  of  which  such  person  or  group  has  an  important  voice* 
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to  be  /i.,6   milUon  dollars*^  Total  United  Kingdom  investments  in  El 

Salvador  in  19^0  were  estimated  to  be  1*1  million  pounds  sterling 

2/ 
(approximately  4.. 5  million  dollars). 


The  Foreign  Trade  of  El  Salvador 

El  Salvador  customarily  accounts  for  about  one-fifth  of  the  value 
of  all  exports  from  the  six  countries  of  Central  America,  and  for 
about  one-eighth  of  all  imports  thereto.   Exports  in  1933  were  valued 
at  10.9  million  dollars,  as  compared  with  imports  of  9.1  million  dol- 
lars.-^ 

Exports  from  El  Salvador  customarily  exceed  imi)orts  into  the 
country;  exports  have  been  greater  than  imports  in  12  of  the  15  years 
1924-38.   In  the  3  years  1936-33,  the  export  balance  ranged  from  1.7 
million  dollars  (1936)  to  5.1  million  dollars  (1937).^  The  mainten- 
ance of  an  export  balance  during  a  period  of  falling  coffee  prices  is 
due  to  the  governmental  control  exercised  over  imports  and  to  the 
growth  of  manufacturing  within  the  country. 

In  proportion  to  its  population,  the  foreign  trade  of  El  Salvador 
is  small.    Exports  in  1933  were  equal  to  about  |6.70  per  capita,  and 

Imports  to  $5«60  per  capita. 

1/  Gleona  Lewis,  America's  Stake  in  International  Investments,  The 
Brookings  Institituion,  1938,  p.  655.   "Portfolio"  investments  are 
defined  as  equity  and  other  security  investments  in  foreign-controlled 
corporations,  and  investments  in  the  security  issues  of  foreign 
governments  or  subdivisions  thereof. 

2/  The  South  American  Journal,  Jan.  25,  1941,  pp.  49-50. 

2/  The  Salvadoran  monetary  unit,  the  col6n,  is  now  maintained  at  the 
rate  of  2^  colones  to  1  United  States  dollar  (see  table  1  for  ex- 
change rates  in  the  period  1924-38). 

^  Export  values  employed  by  El  Salvador  are  declared  values  f.o.b* 
Salvadoran  port,  including  export  duties.   Import  values  are  c.i.f. 
Salvadoran  port,  including  consular  fees,  freight,  insurance,  and  other 
invoice  charges,  but  excluding  Salvadoran  duties  and  taxes. 
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Salvadoran  commercial  policy.  " 

The  tariff.  -  Fronv  September  1,  193A  to  Aiigust  15,  1937,  the  tar- 
iff of  El  Salvador  consisted  of  three  colroms  (minimum.  Intermediate, 
and  maximum),  applicable  to  products  of  individual  countries  in  accord- 
ance with  trade  balances.   Since  August  15,  1937,  the  tariff  has  had 
two  columns  ("minimum"  and  "maxloium''),  also  based  on  trade  balances. 
Reductions  in  duty  belowr  the  "minlnium''  accorded  by  agreements  in  force 
prior  to  September  1,  193^^,  were  continued  thereafter.   Conventional 
reductions  are  not  generalized,  but  are  extended  to  those  countries 
with  which  El  Salvador  has  most-favored-natlon  agreements.   The  mini- 
mum column  is  also  extended  to  such  coimtries  for  the  life  of  the 
agreements,  irrespective  of  trade  balances.   Neither  foreign-exchange 
control^  nor  import  quotas  (except  for  cotton)  have  been  established 
by  El  Salvador, 

El  Salvador  has  unconditional  most-favored-nstion  agreemente"'  in 
force  with  the  United  States,  Mexico,  Venezuela,  Belgium,  France, 
Germany,  Ireland,  Switzerland,  and  the  United  Kingdom,  and  has  con- 
ditional agreements  with  Italy  and  Spain.   El  Salvador  has  a  recipro- 
cal free-trade  agreement  with  Honduras,  applying  to  all  products  ex- 
cept coffee,  hides,  and  cigarettes.   The  other  Central  American 


1/  The  gold  standa:Sr  was  abandoned  by  El  Salvador  on  October  7,1931* 
Prior  to  that  date,  2  colones  were  equivalent  to  1  United  States 
dollar.   Between  October  7,  1931,  and  August  193A  the  value  of  the 
col6n  was  unsupported,  a  low  of  $0.3^01  being  reached  in  1933.   In 
Aiigust  1934  the  col&n  was  stabilized  at  2-1/2  colones  to  1  United 
States  dollar,  at  which  rate  it  has  since  remained.   For  exchange 
rates  for  each  of  the  years  covered^  in  this  report,  see  table  1. 

2/  Subject  to  exception  for  preferences  to  other  Central  American 
countries. 
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countrtes  are  not  only  given  minimum-coltann  treatment,  but  are  also 
accorded  preferenticJ.  reductions  on  certain  products  (ranging  from  10 
to  90  percent  of  the  duties),  and  free  entry  for  certain  other  pro- 
ducts. 

In  the  trade  agreement  betv^een  the  United  States  and  El  Salvador, 
effective  May  31,  1937,  tariff  concessions  granted  by  El  Salvador  to 
the  United  States  included  reductions  in  duty  on  19  tariff  classifi- 
cations and  bindings  against  increase  in  duty  on  six  others.   More 
than  60  individual  commodities  were  affected.   The  reductions  in  the 
Salvadoran  duties  ranged  from  50  to  83  percent  of  the  duties  in  effect 
prior  to  the  conclusion  of  the  agreement.   Concessions  made  by  the 
United  States  to  El  Salvador  related  entirely  to  distinctive  tropical 
products.   Five  tariff  items,  including  coffee,  which  accounts  for 
the  greater  part  of  totcil  imports,  were  bound  on  the  free  list;  re- 
ductions in  duty  were  granted  on  four  products.   Imports  of  these 
nine  commodities  represented  more  than  99  percent  of  total  United 
States  imports  from  El  Salvador  in  1935* 

In  the  Salvadoi-an  tariff  of  September  1,  193A»  the  minimum  (basic) 
column  was  applicable  to  the  products  of  any  country  with  which  El 
Salvador  had  an  export  trade  balance,  or  with  which  the  value  of  ex- 
ports thereto  approximately  equaled  the  value  of  imports  therefrom. 
The  intermediate  column  (basic  rates  plus  15  percent  thereof)  applied 
to  the  products  of  nil  other  coxmtries  which  purchased  from  El  Salva- 
dor goods  equal  in  value  to  at  least  one-fourth  that  of  Salvadoran  im- 
ports from  such  countries.   The  maximum  column  (basic  rates  plus  200 
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percent  thereof)  was  applicable  to  the  products  of  any  country  which 
purchased  from  El  Salvador  products  valued  at  less  than  one-fourth  the 
value  of  Salvadoran  imports  from  that  country. 

The  Salvadoran  Tariff  Act  of  193i^  directed  the  Executive  to  class- 
ify all  countries,  for  the  application  of  the  different  columns,  accord- 
ing to  their  trade  balances  with  El  Salvador.   Provision  for  retali- 
atory treatment  was  made  by  authoriz^ing  the  Executive,  at  his  dis- 
cretion, to  apply  either  the  maximum  or  in/termediate  columns  to  prod- 
ucts of  countries  which  "by  laws  or  customs  resolutions  endeavor  to 
restrict"  int'orts  of  Salvadoran  origin.   The  Executive  was  also 
authorized  to  apply  the  minimum  column  to  products  of  first  necessity, 
irrespective  of  the  trade  balances  of  the  countries  which  were  soturces 
of  such  products.   Prior  legislative  approval  is  required  for  re- 
ductions of  import  duties  in  commercial  agreements. 

By  a  law  of  November  27,  1936,  originally  intended  to  become 
effective  May  20,  1937,  the  intermediate  column  in  the  Salvadoran 
tariff  was  eliminated,  thus  making  it  a  two-column  tariff  (v/ith  mini- 
mum and  mwYinnnii  columns),  based  on  trade  balances  in  accordance  with 
the  regulations  specified  in  the  Salvadoran  Tariff  Act  of  1934^.   The 
effective  date  for  the  elimination  of  the  intermediate  column  was 
subsequently,  by  a  law  of  May  20,  1937,  postponed  until  August  15,1937. 

By  action  of  the  Salvadoran  Legislative  Assembly,  on  December  H, 
1940,  in  conformity  with  declarations  of  the  Second  Meeting  of  Foreign 
Ministers  at  Habana,  the  rates  of  the  minimum  tariff  were  granted  on 
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all  imports  from  certain  coontrlee  of  the  Pan  American  XJniorn*^    Pro- 
ducts frcm  Central  American  countries  not  having  special  commercial 
agreements  with  El  Salvador  will  continue  to  enjoy  the  special  treat- 
ment accorded  by  the  decree  of  June  23 »  193^^*   Products  from  American 
countries  having  commercial  agreements  w^th  EL  Salvador  will  continue 
to  receive  the  treatment  stipulated  therein,  and,  upon  the  expiration 
of  such  agreements,  will  be  automatically  granted  minimum  tariff 
treatment. 

The  Salvadoran  tariff  is  largely  a  revenue  measurers'  but  pro- 
tection has  been  accorded  a  number  of  the  products  of  domestic  in- 
dustry.  The  present  tariff  (promulgated  Uay  30,  193^)  has  been  sub- 
ject to  a  number  of  changes  in  basic  rates  of  duty.   Some  of  the 
duties  €ire  specific;  others  are  ad  valorem.   The  specific  duties 
are  generally  levied  on  the  basis  of  weight^  Ad  valorem  duties,  in 
general,  are  based  on  net  market  velue  in  United  States  dollars  at- 
the  point  of  origin.^ 

Prior  to  1936,  the  Customs  Section  of  the  Ministry  of  Finance 
handled  all  matters  pertaining  to  the  tariff  and  customs  administration. 
In  that  year,  however,  the  Cu8t<Mis  Section  was  converted  into  the 

1l/  These  countries  are  Argentina,  Bolivia,  Brazil,  Qiile,  Colombia, 
Cuba,  the  Dominican  Republic,  Ecuador,  Haiti,  Panama,  Paraguay,  Peru, 
and  Venezuela. 

2/  Of  the  Salvadoran  revenues  for  1937-38,  which  amounted  to  19*6 
million  colones  (7.8  million  dollars),  56  percent  consisted  of  customs 
duties  and  6  percent  of  consulEO*  fees.   Liquor  taxes  accounted  for  10 
percent,  receipts  from  communications  for  5  percent,  direct  taxes  for 
4.  percent,  stamp  taxes  for  3  percent,  and  other  sources  for  16  percent. 

^  Us\ially  gross  weight.   A  few  duties  are  assessed  on  legal  or  net 
weight.   On  some  commodities  imits  of  measurement  are  employed. 

J^  Except  for  automobiles,  for  which  the  factory  list  pirice  is 
ployed. 


16 


Customs  Income  Administration,  still  under  the  general  supervision  of 
the  Blinistry  of  Finance.   The  Customs  Income  Administration  was 
charged  with  the  study  of  existing  customs  laws,  and  the  fonmilation 
of  a  customs  code,  to  be  submitted  to  the  Ministry  of  Finance.   It 
was  also  directed  to  make  a  study  of  commercial  treaties,  in  order 
that  a  well-defined  commercial  policy  might  be  adopted,  t^ing  into 
consideration  the  fiscal  and  economic  interests  of  the  country. 
Finally,  the  new  Customs  Income  Administration  was  assigned  the  task 
of  revising  the  existing  customs  duties,  and  of  classifying  for  cus- 
toms purposes  commodities  not  provided  for  in  the  tariff. 

Export  duties  and  controls*  -  Export  duties  are  levied  by  EL 
SfLlvador  on  cofee,  gold  and  silver  in  bars,  ingots,  or  powder,  and 
scrap  or  waste  metalsv*'  All  other  commodities  are  free  of  export 
duties.   A  decree  of  May  31,  1936,  imposed  a  tax  of  10  cents  United 
States  currency  on  each  sack  or  bag  of  foreign  manufacture  used  to  ex- 
port Stilvadoran  products,  but  this  tax  was  removed  by  a  decree  of 
April  29,  1937. 

In  the  Salvadoran  Tariff  Act  of  193^^  the  export  duty  on  coffee 
was  set  at  $3.27  United  States  currency  per  100  kilograms,  gross 
weight  ($0.0148  per  pound).   The  duty  was  subsequently  reduced  to 
$2.57  ($0.0117  per  pound).   Following  the  sharp  decline  in  coffee 
prices  in  1937 r^  A  Salvadoran  decree  of  November  26,  1937,  reduced 
the  export  duty  to  $0.85  per  100  kilograms  ($0,0039  per  pound)  ,-2/  it 


1/  The  export  duty  on  gold  and  silver,  and  on  scrap  or  waste  metals, 
is  3  percent  ad  valorem. 

2/  See  part  II,  sec,  3  (Brazil),  of  this  report. 

2/  Similar  action  was  taken  in  1935-36,  when  the  export  duty  was  re- 
duced to  $0.82  per  100  kilograms  ($0.0037  per  pound). 
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was  stibsequently  raised  to  ^.95  {^^00J!^^   per  pound).   ^y  a  decree  of 
September  14>  1939*  the  coffee  export  duty  of  tO,95  was  continued  for 
another  year.   With  the  closing  of  continental  European  markets  as  a 
result  of  the  war,  the  Salvadoran  Government  on  October  B,   194^0,  fixed 
a  quota  to  be  prorated  among  growers  and  exporters  for  the  shipment  of 
coffee  free  of  the  usual  export  duty;  the  quota  amounted  to  about  15 
percent  of  the  1940-^  coffee  crop.   A  decree  of  November  8,  1940, 
issued  Just  prior  to  the  signing  of  the  Inter-American  Coffee  Agree- 
ment,*^'  provided  that  no  coffee  of  the  1940-41  crop  might  be  exported 
except  on  the  basis  of  permits  to  be  issued  by  the  Salvadoron  Coffee 
Growers  Association,  a  semigovemmentel  institituion.   Such  permits 
are  to  be  approved  by  the  Quota  Commission  established  by  executive 
decree  of  October  8,  1940.   Further  shipments  of  coffee  are  not  to  be 
exempted  from  the  usual  export  duty,  as  were  those  shipments  covering 
15  percent  of  the  new  crop,  as  provided  by  the  decree  of  October  8, 
1940. 

By  legislative  action  effective  May  23,  1941,  the  exportation  and 
reexportation  from  EL  Salvador  of  all  articles,  products,  and  merchan- 
dise, except  under  previous  license  from  the  Treasury  Department,  was 
prohibited.   In  granting  export  licenses,  it  was  provided  that  the 
Treasury  Department  will  take  into  consideration  the  systems  of  con- 
trol over  these  articles  existing  in  the  country  of  origin,  as  well  as 
in  the  country  to  which  they  are  destined. 


1/  See  p.  6" 
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Exports  from  El  Salvador. 

Trend,  -  The  most  significant  features  of  the  Salvadoran  export 
trade  in  the  decade  1929-38  were  the  sharp  rise  in  the  importance  of 
the  United  States  as  a  market,  and  the  decline  in  the  position  of 
Germany.    Exports  from  El  Salvador  to  the  world  and  to  the  United 
States  in  the  period  1924.-38  are  shown  in  tables  1  and  2. 

The  year  1929,  the  earliest  shown  in  the  detailed  tables  herein- 
after presented,  was  not  a  peak  year  in  exports  either  to  the  world  or 
to  the  United  States.   The  value  of  exports  to  the  world  in  1929  was 
exceeded  by  that  in  192A,  1926,  and  1928;  average  annual  exports  in 
the  5  years  1924.-28  exceeded  those  in  1929  by  about  15  percent.    Ex- 
ports to  the  United  States  in  1929  were  exceeded  by  those  in  1924^  and 
1926,  although  they  exceeded  slightly  the  annual  average  for  the  5 
years  1924.-28. 

Exports  from  El  Salvador,  valued  at  18.1  million  dollars  in  1929» 
declined  to  5-5  million  dollars  in  1932,  or  30  percent  of  their  1929 
value.   Thereafter,  exports  recovered  irregxilarly,  reaching  15 -5 
million  dollars  in  1937.   In  1938,  as  a  result  of  the  sharp  decline 
in  the  price  of  coffee  and  the  decrease  in  the  quantity  shipped  abroad^ 
total  exports  from  El  Salvador  declined  to  10.9  million  dollars,  or  60 
percent  of  the  1929  level.   In  1939,  they  increased  to  12.7  million 
dollars,  or  70  percent  of  the  value  in  1929* 
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Table  1.  -  EL  Salvador:  Trade  with  the  world,  192^^-38 


Year 


192iV 

1925- 
1926- 
1927- 
1928- 


1929 

1930-^- 
1931- 
1932- 
1933- 


1934 

1935 

1936— 

1937 

1938 


Exports    : 

Conversion : 
rates:   : 

Imnorts 

United  : 

United 

Colons s: 

States  : 

1  colon  : 

Colones  : 

States 

dollars : 

eaioals  -  : 

dollars 

43,735  '' 

24,187  = 

$0.4963  '' 

28,011  * 

13,902 

33,769  : 

16,800  . 

.4975  •■! 

38,767  s 

19,287 

49,272  : 

24,646 

.5002  : 

51,516  : 
fi/29,729 

25,768 

28,304  ' 

U,013 

.4951  : 

U,719 

48,928 

24,219 

.4950  : 

38,377 

.  18,997 

36,831 

!  18,U3 

.   .4926  : 

35,712 

17,592 

27,315 

!  13,392 

:   .4903  : 

23,905 

.  11,721 

22,726 

!  11,106 

:   .4887  • 

U,911 

7,287 

13,962 

:  5,515 

:   .3950  : 

13,049 

:  5,155 

20,296 

:  6,903 

:   .3401  : 

16,220 

:  5,516 

24,049 

:  9,379 

:   .3900 

21,489 

:  8,381 

27,093 

:  10,837 

:   .4000 

:  22,657 

:  9,063 

25,244 

:  10,098 

:   .4000 

21,087 

:  8,435 

38,790 

:  15,516 

:   .4000 

:  26,040 

:  10,416 

27,365 

:  10,946 

:   .4000 

.  22,867 

:  9,147 

Source:  Compiled  by  the  U.  S.  Tariff  Conmission  from  Anuario 
Estadlstico,  except  1938  statistics,  which  are  from  Boletln  Estadlstico, 
Ho.  18,  1938. 
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Table  2.  -  BL  Salvador: 


Tradfe  with  the  United  States, 
1924-381/ 


(Value  in 

thousands) 

s 

Exports 

t    . 

ImDorts 

; 

Percent 

: 

:     Percent 

Tear 

[Colones 

; United  ; 
[States  1 

of 

total 

to 

: 

1     Colones 

I  United 
1  States 

:          of 
:        total 

[dollars. 

United 

J  dbllars 

:       United 

»                • 

States 

I 

:       States 

1924  —s 

\  12,665 

:               t 
i  6,286  : 

26.0 

i      16,994 

I      8,434 

I           60.7 

1925  —J 

5,613 

5  2,792  : 

16.6     3 

{       26,180 

!     13,025 

I          67.5 

1926  — ! 

.     9,123  J 

t  4,563  I 

18.5     J 

f  ./34,054 
{  2/u,980  . 

I    17,034 
:  ^7,416 

{           66.1 

1927  — ! 

3,130  i 

i  1,550  : 

11.1      ! 

:          50.4 

1928  —  s 

7,435  i 

!  3,680  : 

15.2     ! 

!       20,161  ! 

!      9,979  . 

i          52.5 

1929  — s 

7,922  1 

1  3,902  : 

21.5     i 

I       18,438  i 

!      9,083  3 

\          51.6 

1930  — : 

6,396  J 

.  3,136  : 

23.4     J 

11,727  : 

t      5,750  3 

t          49.1 

1931  —5 

3,435  \ 

1,679  : 

15.1     i 

7,520  J 

3,675  J 

E          50.4 

1932  — s 

2,4U  1 

954  : 

17.3     1 

t         6,413  : 

2,533  s 

49.1 

1933  — ! 

4,245  J 

1 

1,444  : 

20.9     J 

t         7,386  J 

2,512  J 

45.5 

1934  ~s 

6,465  1 

2,521  i 

26.9     i 

9,594  : 

3,742  : 

44.6 

1935  — : 

13,086  J 

5,234  : 

48.3     J 

8,710  J 

3,484  : 

38.5 

1936  —J 

U,502  : 

5,801  : 

57.5     : 

8,139  J 

3,256  : 

38.6 

1937  —1 

23,532  J 

9,413  : 

60.7     J 

10,521  : 

4,208  1 

40.4 

1938  —: 

16,897  : 

6,759  : 

61.7     : 

10,687  : 

4,275  : 

46.7 

1/ For  conversion  rates,  see  table  1. 
2/  Does  not  include  parcel  post. 

Source:  Compiled  by  the  U.  S.  Tariff  Commission  from  Anuario 
Estadfstico,  except  1938  statistics,  which  are  from  Bolettn  Estadfstlco, 
No.  18,  1938. 


Price  and  quantum  indexes  of  Salvadoran  exports  are  not  avail- 
able.  The  leading  export  commodity,  coffee,  usually  constitutes 
nine-tenths  or  more  of  total  exports,  in  terms  of  value.   The  statis- 
tics indicate  that  the  decline  in  the  total  value  of  Salvadoran 
exports  from  1929  to  1932  was  attributable  more  to  a  decline  in  the 
price  of  coffee  than  in  the  quantities  exported.   The  recovery  in  the 
value  of  exports  between  1932  and  1937  may  be  attributed  to  increases 
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both  in  the  price  of  coffee  and  in  the  quantities  exported.   The 
decline  in  1938  was  due  to  both  a  decline  in  the  price  of  coffee  and 
in  the  quantity  exported. 

Quantities,  values,  and  unit  values  of  exports  of  coffee  from 
EL  Salvador,  in  specified  years,  1929  to  1938,  are  shovm  in  table  3. 
Exports  of  coffee  declined  from  103.1  million  poxmds  in  1929  to 
87. A  million  in  1932,  a  decrease  of  about  one-seventh.   In  the  same 
period,  however,  the  avei^ge  unit  value  declined  "by  nearly  two- thirds 
(from  $0,163  to  |0.058  per  pound).   After  1932  exports  of  coffee 
increased.   In  1937  they  amounted  to  H9»l  million  pounds,  but 
declined  in  1938  to  118.6  million  pounds,  or  115  percent  of  the 
1929  level.   The  average  unit  value  of  exports  of  coffee  increased 
from  $0,058  per  pound  in  1932  to  |0.095  in  1937,  but  declined  in 
1938  to  IO.O8.   Provisional  figures  for  1939  indicate  that  exports 
of  coffee  amounted  to  123  million  pounds,  valued  at  10.7  million 
dollars,  «ind  that  the  average  unit  value  was  $0,087  per  pound. 


Table  3*  -  Coffee:  Exports  tjxm  EL  SALVADOR  to  principal  narkets, 
in  specif  led  years,  1929  to  1938 


Country 


1929 


I  1932 


JL 


1936  *  1937 


*  1938 


Total,  all  countzdes 


UNITED  STATES 

Germany  

NoCTvey 

Sweden  — 

Italy 

France  

Finland  

Netherlands  — 

Belgitan  

Denmark  

Qhile 


Ifnited  Kingdom 

Spain 

All  other — 


Percentage  to  the 
United  States  — 


Total,  all  countries 


Total,  all  countries 


UNITED  STATES 

Germany  

Norway  

Sweden  

Italy  

France  

Finland  

Netherlands  ~ 

Belgium  

Denmark  

Chile  


United  Kingdom 

Spain  

All  other  


Percentage  to  the 
United  States  — 


Unit  value  per  pound 
of  total  exports  — 


103.1^  ?  87.A23 


Quantity  (1.000  pounds) 


18,928 
3A,759 

9,iea 

9,530 
9,418 
1,980 
1,331 
10,542 

687 
1,343 

803 
1,217 
1,487 
1«951 


12,058 

31,254 

9,3U 

6,022 

10,909 

4,686 

318 

8,969 

584 

776 

397 

186 

1,688 

262 


18.4 


13.8 


lQ8t9fg7 


60,646 

16,555 

8,669 

7,241 

679 

3,870 

1,056 

1,443 

239 

1,723 

363 

624 

820 

A.999 


H9.07^  t  W.6;l7 


90,857 

17,582 

11,316 

7,172 

4,392 

4,400 

1,686 

943 

760 

602 

450 

45 

2/ 
8.866 


75,265 

12,781 

13,473 

8,150 

1,032 

1,093 

1,990 

881 

565 

407 

607 

1 

11 

2,^61 


55.7 


60.9 


63.5 


Value  (1.000  colones) 


34.090  I  12.867  i  22.523  i  35.313  »  23.779 


1^.793 


Value  (1.000  U.  S.  dollars) 


3,022 

5,715 

1,451 

1,566 

1,541 

325 

220 

1,736 

113 

221 

130 

200 

244 

309 


18.0 
10.163 


5.Pg? 


722 

1,809 

539 

349 

635 

280 

19 

503 

35 

43 

22 

10 

100 

16 


U.2 
$0,058 


9»0P9 


5,065 

i,a9 

682 

569 
52 

279 
85 

125 
18 

138 
31 
50 
60 


56.2 
$0,083 


i4,;i-?5 1    ?»?^ 


8,705 

1,676 

1,0U 

678 

412 

371 

155 

91 

71 

59 

42 

4 

1/ 
,  847 


6,191 

1,053 

989 

589 

86 

69 

152 

70 

42 

31 

47 

2/ 

1 

192 


61.6 


65.1 


$0,095  i   $0,080 


1/  Not  8epar^t«27  reported.  2/  Less  than  500. 

Source:  Coapiled  by  the  U.  S.  Tariff  CooBlssion  froB  official  trade  statistics 
of  El  Salvador  and  from  U.  S.  Consular  Eeport  Ho.  3593.   Converted  to  United 
States  weights  and  currency  ty  applying  the  following  factorst  l^kilogran  = 
2.2046  lbs. 5  1  col&i  =  1929,  $0.4926j  1932,  $0.3950;  1936-38,  $0.40. 
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ComTX)8ltlon»  -  In  1938  coffee  alone  accounted  for  87  percent  of 
all  Salvadoran  shipments  abroad,  in  terms  pf  value.   Other  exports 
from  El  Salvador  include  sugar,  rice,  gold,  heneqvien,  balsam  of  Peru, 
railway  ties,  and  indigo.   Exports  from  El  Salvador,  by  groups  and 
principal  commodities,  in  specified  years,  1929  to  1938,  are  shown 
in  table  U* 

For  each  commodliy  in  table  U   for  which  data  are  available,  there 
was  a  drop  in  the  dollar  value  of  exports  between  1929  and  1932, 
caused  in  large  part  by  lower  prices.   All  commodities  showed 
increases  in  1937  as  compared  with  1932;  in  no  case,  however,  were 
values  in  1937  as  great  as  in  1929.   For  the  principal  'commodities, 
the  ratios  of  the  dollar  values  of  exports  in  1938  to  those  in  1929 
were  as  follows:  Coffee,  57  percent;  sxigar,  22  percent;  rice, 
3,200  percent;    gold  in  bars,  1,868  percent;"'  henequen  fiber, 
10  percent;  balsam  of  Peru,  69  percent;  and  indigo,  69  percent. 

Coffee  accounted  for  between  87  and  93  percent  of  all  exports  in 
the  years  shown  in  table  U»  Exports  of  sugar  were  more  important 

in  1929  (5  percent  of  the  value  of  total  exports)  them  in  any  subse- 
quent year  shown  in  the  table.   No  data  are  available  to  show  exports 
of  gold  in  bars  in  1929.   In  1932  they  constituted  less  than  1  peiv 
cent  of  total  exports,  as  compered  with  more  than  5  percent  in  1938. 

Other  ScLlvadoran  export  products,  combined  shipments  of  which 

represented  about  U  percent  of  total  exports  in  1938,  are  rice, 

henequ«ri  fiber,  balsam  of  Peru,  wood  railway  ties,  indigo,  manufac- 

tiired  products,  and  live  animals  (see  table  U)» 

i/  Comparison  of  1932  and  1938. 

2/  In  1939  the  ratio  of  exports  of  coffee  to  total  exports  dropped 
to  84  percent. 
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Deetlnatlon*  -  The  principal  markets  for  Salvadoran  exports  in 
1938,  Tfith  the  share  of  the  total  valxie  taken  by  each  country,  were 
the  United  States,  62  percent;  Germany,  ^0  percent;  Norway,  9  per^ 
cent;  and  Sweden,  5  percent.   Other  purchasing  countries  in  that 
year  included  Honduras,  the  United  Kingdom,  France,  Italy,  and  Japan. 
Erporte  from  EL  Salvador  to  selected  countries,  in  specified  years, 
1929  to  1938,  are  shown  in  table  5«   More  detailed  data  for  1937 
are  shown  in  table  6.   Provisional  figures  for  1939  indicate  that 
the  shares  of  the  principal  purchasers  of  Salvadoran  products  in 
that  year  were  as  follows:  The  Thai  ted  States,  6L   percent;  Germany, 
9  percent;  Norway,  7  percent;  Sweden,  A  percent;  Honduras, 
U  percent;  and  Guatemala,  4.  percent. 

During  the  decade  1929-38,  Germany  and  the  United  States 
exchanged  positions  in  the  export  trade  of  EL  Salvador.   In  1929 
Gexmany,  the  leading  market,  purchased  nearly  32  percent  of  total 
exports,  in  terms  of  value.   It  maintained  first  place  imtil  1933. 
After  the  introduction  of  the  compensation  system  of  trade  ty 
Germany,  however,  there  was  a  complete  shift  in  EL  Salvador's  export 
markets,  and  ly  1938  Germany's  shax^e  had  dropped  to  10  percent. 
The  value  of  German  purchases  ranged  from  1.1  million  dollars  (1938) 
to  5.8  million  dollars  (1929). 

The  United  States  ranked  second  as  a  market  for  Salvadoran 
exports  in  1929,  when  it  took  21  percent  of  the  total.   Its  share 
rose  sharply  after  1933 »  reaching  62  percent  in  1938.   In  value. 
United  States  purchases  ranged  from  95A  thousand  dollars  (1932)  to 
9.4.  million  dollars  (1937). 
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In  1929  Italy  (8  percent),  and  in  1932  Italy  (11  percent)  and 
Frenc©  (5  percent),  were  important  markets  for  the  products  of  El 
Salvador.   In  1936  and  1937,  however,  neither  of  these  countries 
took  as  much  as  3  percent  of  total  exports,  and  in  1938  their  share 

fell  below  1  percent*   The  IMlted  Kingdom  and  Japan  are  not 

1/ 
important  purchasers  of  the  products  of  KL  Salvador. 

Exports  from  El  Salvador  to  other  countries  of  Latin  America 

are  not  large.   In  1937,  for  example,  they  amounted  to  only 

609  thous€«id  dollars  out  of  a  total  of  15.5  mm  ion  dollars.   The 

principal  Latin  American  export  markets  for  Salvadoren  products  are 

the  adjacent  countries  of  Honduras  and  Guatemala. 


1/  For  the  shares  and  values  of  exports  to  these  countries,  see 
table  5. 
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Table  6.  -  El  Salvador;  Foreign  trade,  by  geographic  areas  and  principal 

cotintries,  in  1937 

(Value  in  thousands  of  U.S.  dollars) 


Exports  l/ 
(1  colon  =  ftO.AQ) 


Imports  1/ 
(1  colon  =  ftO.AO) 


Exported  to  - 


Value 


Percent 

of  total 

trade 


Imported  from  - 


Value 


Percent 

of  total 

trnde 


Western  Hemisphere: 

UNITED  STATES  

Canada  -»- 


Honduras  

Guatemala  -. 

All  other  Western 
HemisptaexG  ccualries : 
Total  


9,U3 

559 

227 

92 

101 


Europe : 
Germany 
Norway  — 
Sweden  — 
Italy  — 
France  — 


United  Kingdom 
Finland  


Netherlands  

All  other  European 

countries  

Total  

Asia: 

All  other  Asiatic 

co\mtries 

Total  


Africa 


Oceania  — 


Other  coiuitries  (not 
listed)  


In  transit  — 


Puerto  Barrios  (for 
transshipment;  des- 
tination not  listed) 
Grand  total 


10.392 


1,733 

1,026 

678 

az 

382 
172 
156 
12A 

228 


4i911 


i/ 

U 
U 

-182. 


15,516 


60.7 

3.6 

1.5 

.6 

,A. 


67.0 


11.2 
6.6 
4.-4 
2.7 
2.5 
1.1 
1.0 
.8 

1.4 


31.7 


2/ 


2L 


2/ 

2/ 

.1 

1.2 


100.0 


Western  Hemisphere: 

UNITED  STATES  

Peru 


Honduras  

Guatemala  

Canada  

All  other  Western 
Hemisphere  countries 
Total 

Europe: 

Germany  


Ihiited  Kingdom 

France  

Italy 

Belgium-Luxemburg  - 

Caecho Slovakia  

Netherlands  

Sweden  


All  other  European 

countries  

Total  

Asia: 

Japan 

British  India  

All  other  Asiatic 

countries  

Total  

Africa  

Oceania  


:Other  covintries  (not 
listed)  


4,208 

220 

167 

105 

61 

J£l_ 


4,862 


3,228 

1,U7 

283 

215 

156 

U6 

71 

57 

218 


5.5^ 


U 
8 


23 
10 


Grand  total 


10,416 


1/  General  trade.    Bullion,  coin,  and  parcel  post  are  included. 

2/  Less  than  one-tenth  of  1  percent. 

^   If  any,  included  in  "Other  countries  (not  listed)," 

4/  Less  than  500. 


40.4 

2.1 

1.6 

1.0 

.6 

1.0 


46.7 


31.0 

11.0 

2,7 

2.1 

1.5 

1.4 

.7 

.5 


53.0 


.1 
.1 

2L 


.2 
2/ 

.1 


100.0 


Source:  Compiled  l^  the  U.  S.  Tariff  CommiBslon  from  Anuario  Estadistico,  1937. 
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During  the  decade  1929-33,  the  Dtalted  States  and  Germany  were  the 
principal  markets  for  Salvadoran  coffee.   In  1929  and  1932  Gemany 
was  the  leading  purchaser,  taking  someiriiat  more  than  one-third  of  all 
such  exports,  while  the  United  States  in  each  year  took  less  than  one- 
fifth,  in  terms  of  value.   In  recent  years,  however,  the  United  States 
has  been  the  principal  market,  having  taken  in  each  of  the  U  years 
1936-39  approximately  three-fif-Uis  of  the  total.   The  share  of  Germaiqr 
declined  from  16  percent  in  1936  to  9  percent  in  1939. 

Prior  to  1939  exports  of  Salvadoran  coffee,  other  than  to  Germany 
and  the  TSaited  States,  practically  all  went  to  European  markets,  the 
principal  of  which  were  Norway,  Sweden,  Italy,  France,  and  Finland. 
Other  markets  incliided  the  Netherlands,  Belgium,  Denmark,  Chile,  the 
Ibiited  Kingdom,  and  Spain.   During  the  decade  1929-38>  exports  of 
coffee  to  Norway  Increased,  while  shipments  to  all  the  other  markets 
declined.   The  Netherlands,  Denmark,  the  United  Kingdom,  and  Spain, 

all  of  iriaich  took  fairly  substantial  quantities  in  1929,  were  only 

1/ 
minor  purchasers  in  1938. 

In  the  past,  nearly  all  exports  of  gold  from  EL  Salvador  went  to 

the  Thiited  States  and  the  United  Kingdom.   In  terms  of  value,  the 

Ifolted  States  took  56  percent  of  all  exports  of  gold  in  1935,  94  per- 

2/ 
cent  in  1936,  and  77  percent  in  1937;  nearly  all  of  the  remainder 

went  to  the  United  Kingdom.   Exports  of  Salvadoran  sugar  in  1935 

1/  For  detailed  statistics  of  exports  of  coffee  by  countries  of 
destination,  see  table  3* 

2/  The  discussion  of  export  CMnmodltles  by  countries  of  destination 
(except  coffee)  is  based  on  statistics  fximished  by  the  U.  S.  Depart- 
ment of  Commerce.  Data  for  years  subsequent  to  1937  are  not  readily 
available. 
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and  1936  were  nearly  all  taken  by  Honduras*   In  1937  Honduras  took 
69  percent  of  the  total  value,  followed  by  the  Netherlands  with  22  per- 
cent.  Henequen  fiber  in  1935  and  1936  went  almost  entirely  to  the 
Iftilted  States.   In  1937  the  United  States  took  more  than  three-fourths 
of  the  value  of  such  exports,  most  of  the  remainder  being  purchased  by 
Germany.   The  United  States  was  the  destination  of  more  than  three- 
fifths  of  all  exports  of  balsam  of  Peru  in  the  period  1935-37;  in  1936 
and  1937  GermaiQr  and  France  were  also  important  markets.   Approxi- 
mately three-fourths  of  all  exports  of  indigo  in  the  3  years  1935-37 
went  to  Peru. 

de  remaining  Salvadoran  export  commodities  go  principally  to 
Honduras.   In  1937,  that  country  took  99  percent  of  the  exports  of 
rice,  83  percent  of  the  hides,  skins,  and  manufactures  thereof,  and 
all  of  the  tobacco.   The  Iftiited  States  was  the  second  ranking  market 
for  hides,  skins,  and  manufactures  thereof. 
Imports  into,  El  Salvador. 

Trend.  -  Signif icsmt  featxires  of  the  Salvadoran  import  trade  in 
the  decade  1929-38  were  the  decline  in  the  positions  of  the  United 
States  and  the  Itaited  Kingdom  as  suppliers,  the  marked  increase  in 
the  importemce  of  Germany,  and  the  decrease  in  the  percentage  of 
Imports  of  foodstuffs  and  raw  materials.   Imports  into  El  Salvador 
from  all  countries  «md  from  the  United  States,  in  the  peidod  192i^-3S, 
have  alrecuily  been  shown  in  tables  1  and  2. 

The  year  1929,  the  earliest  shown  in  the  subsequent  detailed 
table,  was  not  a  peak  year  either  in  imports  from  the  world  or  from 
the  Tbiited  States.   Imports  from  the  world  in  1929  were  exceeded  by 
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those  in  1925>  1926,  and  192d|  the  annual  average  value  of  imports 
from  all  eotmtrles  in  the  ^jear  period  192^'»28  exceeded  the  value  in 
1929  I7  5  percent*   Imports  from  the  Iftiited  States  in  1929  were 
exceeded  by  those  in  1925 »  1926,  and  1928;   the  average  annual  value 
of  imports  froa  the  Ibiited  States  in  the  S-year  period  192i^-28  exceeded 
that  in  1929  by  23  percent. 

Total  iflqxnrts  into  EI  Salvador  in  1929  were  valued  at  I7«6  mlULcm 
dollars*   Their  value  declined  sharply  thereafter,  and  in  1932,  when 
the  low  point  was  reached,  amounted  to  but  5*2  million  dollars,  or  29 
percent  of  their  1929  value*   After  1932  imports  increased  irregular- 
ly, reaching  10*i^  million  dollars  in  1937*   In  1938  thoy  declined  to 

1/ 
9*1  million  dollaxs,  or  52  percent  of  the  1929  level*    The  failuz>e 

of  imports  to  recover  after  1932  at  the  same  pace  as  did  eaqx^rts  was 

in  part  due  to  the  governmental  control  exercised  over  imports  and  to 

2/ 
the  growing  industrialization  of  the  country* 

Composition*  •>  Imports  into  £1  Salvador  include  a  wide  variety  of 

manufactured  products,  raw  materials,  and  foodstuffs  and  beverages* 

Minor  import  groups  are  live  animals,  and  gold  and  silver*   Imports 

into  El  ScLLvador  by  principal  groups  and  commodities,  in  specified 

2/ 

years,  1929  to  1938,  are  shown  in  table  7* 

Between  1929  and  1932  there  was  a  sharp  drop  in  the  value  of 
imports  of  all  individual  comnodities  shown  in  table  7,  except  arms, 
ammunition,  and  explosives;  malt  and  other  germinated  grains;  and 

1/  Estimates,  based  on  statistics  for  11  months,  indicate  that  im- 
ports  in  1939  were  valued  at  approximately  8*5  million  dollars* 

2/  Price  and  quantum  indexes  of  Salvadoran  Imports  cure  not  available. 

2/  Statistics  of  Imports  by  groups  and  commodities  in  1939  are  not 
available* 
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eattla.   Comparing  1937  with  1932>  Increases  ocourred  in  all  ecsModl- 
ties  except  arms,  anmunltl(my  and  e^losives;  cotton  thread  and  yam; 
ooal|  irtieat  flour;  dairy  products;  and  lard.   For  the  principal 
groups y  the  ratios  of  the  dollar  values  of  imports  in  1938  to  those 
in  1929  were  as  follows:  manufactured  products,  61  percent;  raw 
materials,  38  percent;  and  foodstuffs  and  beverages,  33  percent.  For 
the  principal  individual  ccMomodities  in  each  of  these  groups,  the  ra- 
tios were  as  follows s  Cotton  fabrics,  91  percent;  machinery  and 
tools,  55  percent;  iron  and  steel  manufactures,  25  percent;  and 
petroleum  products,  76  percent.   Reflecting  the  growth  of  the  denes- 
tic  milling  industry,  imports  of  wheat  increased  in  value  from  2  thou- 
sand dollars  in  1929  to  260  thousand  dollars  in  1938. 

The   ratio  of  imports  of  manufactured  products  to  total  imports 
increased  from  67  percent  in  1929  to  80  percent  in  1936;  in  the  3 
years  1936-38  it  averaged  79  percent.   The  principal  manufactures 
imported  into  £1  Salvador  in  1938,  with  the  share  of  the  value  of  tot- 
al imports  accounted  for  by  each,  were  cotton  fabrics,  17  percent; 
machinery  and  tools,  9  percent;  iron  and  steel  manufactures,  6  per- 
cent; trucks,  automobiles,  and  accessories,  5  percent;  wearing 
apparel,  including  hats  and  hosieiy,  5  percent;  chemicals,  colors, 
paraffin,  etc.,  A  percent;  cmd  medicinals  and  preparations,  A  percent. 
These  items  represented  approximate]^  one-half  of  the  total  Salvadoran 
import  trade  in  1938  and  more  than  three-fifths  of  all  imports  of  manu- 
factured products. 
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The  share  of  raw  materials  In  total  Salvadoran  imports  declined 
from  lU   percent  In  1929  to  10  percent  In  1938.   The  principal  commodi- 
ties in  1938  were  petroleum  products  (6  percent  of  total  imports), 
cement,  woods,  raw  tobacco,  and  fertilizers. 

Imports  of  foodsttiffs  and  beverages  also  declined  in  importance 
during  the  decade  1929-38,  having  been  15  percent  in  1929  as  compared 
with  10  percent  in  1938.   Imports  of  wheat  have  become  more  signifi- 
cant in  recent  years  (nearly  3  percent  in  1938)  but  those  of  i^eat 
flour  in  1938  constituted  little  more  than  1  percent  of  toteJ.  imports, 
as  compared  with  nearly  5  percent  in  1929.   Other  articles  in  the 
foodstuffs  and  beverages  group  imported  into  EL  Salvador  include 
liquors,  malts,  fruits,  dairy  products  (principally  cheese),  com, 
rice,  and  hog  lard.   Imports  of  dairy  products,  hog  lard,  com,  and 
rice  declined  sharply  in  the  decade  1929-38.   The  remaining  Salva- 
doran Import  groups,  live  animals,  and  gold  and  silver  ore  and  coin, 
together  accounted  for  less  than  2  percent  of  total  Salvadoran  imports 
in  1938. 


1/   In  the  Salvadoran  import  statistics,  petroleum  products  and 
cement  are  classified  as  raw  materials. 
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Sources »  -  The  principal  sources  of  imports  into  El  Salvador  in 
1938,  with  the  share  of  the  veilus  of  total  imports  supplied  by  each 
country,  were  the  United  States,  iV7  percent;  Germany,  21  percent; 
the  United  Kingdom,  9  percent;  and  Italy,  5  percent.   Other  suppliers 
in  that  year  included  Peru,  Honduras,  Belgium-Luxemburg,  Czechoslo- 
vakia, Ft^ance,  and  Japan.   Imports  into  El  Salvador  from  selected 
countries,  in  specified  years,  1929  to  1938,  have  already  been  shown 
in  table  5«   More  detailed  data  for  1937  have  been  shown  in  table  6. 

In  the  decade  1929-38,  the  Ifeiited  States  was  by  far  the  leading 
supplier  of  imports  into  EL  Salvador,  its  share  ranging  frcan  about 
two-fifths  to  one-half  of  the  total.  In  terms  of  value.   The  value 
of  imports  from  the  United  States  ranged  from  2.5  million  dollars 
(1932)  to  9.1  million  dollars  (1929);  in  1938  it  was  4..3  mUlion 
dollars. 

Germany's  shcure  in  the  Salvadoran  import  trade  increased  from 
less  than  9  percent  in  1929  to  33  percent  in  1936.   It  declined  to 
31  percent  in  1937,  and  to  21  percent  in  1938;  Germany,  however, 
occupied  second  place  in  Salvadoran  imports  in  those  years.   In  value, 
imports  frcMn  Germany  varied  from  510  thousand  dollars  (1932)  to  3 .2 
million  dollars  (1937);  in  1938  they  amoimted  to  1.9  million  dollars. 
Simultaneously  with  the  increase  in  the  importance  of  Germany,  the 
position  of  the  United  Kingdom  in  EL  Salvador's  import  trade  declined. 
In  1929  more  than  H-  percent  of  Salvadoran  imports  came  from  the 
United  KingdcMn;  its  share  declined  irregularly  to  9  percent  in  1938. 
In  value,  Salvadoran  purchases  from  the  United  Kingdom  ranged  frcxa 
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560  thousand  dollars  (1932)  to  2.5  million  dollars  (1929);  in  1938 
they  were  valued  at  833  thousand  dollars, 

France  and  Japan  were  more  important  as  sources  of  Salvadoraa 
Imports  in  1929  and  1932  than  in  subsequent  years.   The  share  of 
France,  which  was  6  percent  in  1929,  averaged  less  than  3  percent  in 
the  3  years  1936-38.   Imports  from  Japan,  which  constituted  between 
2  and  3  percent  of  the  total  in  1929  and  1932,  dropped  sharply  after 
1935  as  the  result  of  a  surcharge  of  200  percent  of  "ttie  import  duties 
imposed  because  of  the  large  import  trade  bcilance  which  EL  Salvador 
had  with  Japan.   In  each  of  the  3  years  1936-38,  the  share  of  Jeipan 
fiunounted  to  one-tenth  of  1  percent  or  less  of  total  Salvadoran  imports. 
The  share  of  Italy,  which  did  not  reach  3  percent  in  the  other  years 
under  discussion,  increased  sharply  to  5  percent  in  1938. 

Imports  into  EL  Salvador  from  other  countries  of  Latin  America 
are  fairly  substantial.   In  1937,  for  example,  they  were  valued  at 
562  thousand  dollars,  or  5  percent  of  the  total.   The  principal  Latin 
American  sources  of  imports  in  that  year  were  Peru,  Hc«iduras,  and 
Guatemala. 

Textiles  imported  into  EL  Salvador  in  the  past  have  originated 
chiefly  in  the  United  Kingdom,  Germany,  and  the  United  States.   In 
1935  and  1936,  the  United  Kingdcan  and  the  United  States  occupied  the 
first  two  places  as  suppliers  of  cotton  cloth,  the  principal  item  in 
textile  imports.   In  1937w  such  imports  came  from  the  United 

^7  For  the  values  of  imports  from  France,  Japan,  and  Italy,  see 
table  5. 

2/  The  latest  year  for  i^ich  data  are  readily  available.  The  discus- 
sion of  import  commodities  by  covmtries  of  origin  is  based  on  statistics 
furnished  by  the  U.S.  Department  of  Commerce. 
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Kingdom  (39  percent),  Germany  (36  percent),  and  the  United^  States  (19 
percent)  •   Gei^nany  fvtmished  one-half  of  the  value  of  all  imports  of 
clothing  and  millinery  in  1937,  followed  by  the  United  States  with 
nearly  one-third  of  the  total.   The  principal  sources  of  siiLk  and 
rayon  fabrics  in  1937  were  Germany  (4-5  percent),  Italy  (35  percent), 
and  France  (12  percent).   Nearly  one-half  of  all  imports  of  wool 
fabrics  in  1937  came  from  the  United  Kingdom,  and  more  than  one-fourth 
from  Germany;  most  of  the  remainder  originated  in  Belgium  eind  Italy. 
The  United  Kingdom  furnished  more  than  one-third  of  all  imports  of 
cotton  yam  and  thread  (in  terms  of  value),  and  Germany  and  the  United 
States  each  furnished  more  than  one-fourth  of  the  total.   Germany  was 
the  principal  source  of  jute  bags  (51  percent),  followed  by  Czechoslo- 
vakia (26  percent),  and  Belgium  (17  percent).   The  United  Kingdom 
rumished  nearly  two-thirds  of  all  imports  of  embroideries,  laces,  and 
trimmings* 

The  United  States  was  the  leading  supplier  of  machinery  in  the 
period  1935-37,  furnishing  more  ttian  one-half  of  the  value  of  such 
imports  in  those  yeeurs.   Germeiny  ranked  second  with  between  one-fourth 
and  one-third  of  the  total,  followed  hy  the  United  Kingdom  with  approxi- 
mately one- tenth. 

Iron  and  steel  and  manufactures  thereof  imported  into  El  Salvador 
in  1935-37  originated  chiefly  in  Germany  and  the  United  States.   In 
1935  and  1936,  Germany,  the  ranking  supplier,  furnished  more  than  three- 
fifths  of  the  total;  in  1937  the  United  States  was  in  first  place, 
with  approximately  two-fifths. 
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In  the  past,  Germany  and  the  lAiitad  States  have  been  the  principal 
soiirces  of  Salvadoran  imports  of  chemical  and  j^iannaceutical  products 
in  general.   The  United  States  was  the  leading  supplier  of  chemicals 
and  medicines  in  1935;  In  1936  and  1937,  Germany  ranked  first,  with 
more  than  two-fifths,  followed  by  the  United  States,  with  more  than 
one-third.   In  1937  Germany  was  also  the  leading  country  of  origin 
for  imports  of  fertilizers  (81  percent)  and  of  colors,  paints,  and 
varnishes  (38  percent).   The  IMlted  States  furnished  more  than  three- 
fifths  of  all  imports  of  soap,  nearly  one^half  of  the  perfumery  and 
toilet  preparations,  and  ranked  second  in  the  st^ply  of  fertilizers, 
and  colors,  paints,  and  varnishes. 

Four-fifths  or  more  of  the  value  of  all   imports  of  automobiles 
and  trucks  in  the  3  years  1935-37  came  frcan  the  United  States.  Ger- 
many ranked  second  as  a  supplier.   In  1935  and  1936  the  United  States 
furnished  approximately  three-foiurths  of  all  automotive  accessories; 
la  1937,  however,  its  share  drc^ped  to  about  one-^ialf .   Germany, 
irtiich  ranked  second,  increased  its  share  from  less  than  3  percent  in 
1935  to  46  percent  in  1937. 

Foodstuffs  imported  into  EL  Salvador  originate  principally  in 
the  IMlted  States  and  Honduras.   In  1937  the  United  States  accounted 
for  practically  all  imports  of  irtieat  flour,  95  percent  of  those  of 
fresh  and  dried  friiits,  80  percent  of  the  preserved  milk,  65  percent 
of  the  prepared  meats,  and  50  percent  of  the  fish  and  sheULfish. 
H(mduras  supplied  all  the  hog  lard,  nearly  three-fourths  of  the  cheese, 
and  mare   than  two-fifths  of  the  fresh  audi  dried  vegetables.   Nearly 
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two-thirds  of  the  Imports  of  confectionery  came  from  the  United 
States,  and  more  than  one-half  of  the  spirittums  liquors  originated 
In  the  Ihiited  Kingdom. 

Nearly  two-thirds  of  the  valiie  of  petroleum  and  petroleum  prod- 
ucts imported  into  EL  Salvador  in  1937  originated  in  the  United  States; 
most  of  the  remainder  came  from  Peru.   In  recent  years,  the  United 
States  and  Germany  have  been  the  principal  sources  of  prepared  hides 
and  skins.   In  1937  the  United  States  was  the  leading  supplier,  with 
a  share  of  l^  percent  of  all  such  imiwrts,  followed  by  Germany  with 
38  percent  and  Hungary  with  12  percent.   Imports  of  paper  and  card- 
board also  ceune  chiefly  from  Germany  and  the  United  States;  the  share 
of  Gennany  (32  percent  in  1937)  has  been  declining  in  recent  years, 
irtiile  that  of  the  lAiited  States  increased  to  26  percent  in  1937. 

The  leading  suppliers  of  products  in  the  remaining  import  groups 
in  1937,  with  their  share  of  the  totals,  were;  Cement,  Germany,  83 
percent;  rubber  manufactures,  the  United  States,  79  percent;  musical 
instruments,  the  Iftiited  States,  78  percent;  glass  and  glassware, 
Germany,  57  percent;  and  earthenware  cmd  china,  Germany,  80  percent. 
The  Iftiited  States  furnished  more  than  four-fifths  of  the  imports  of 
powder  and  explosives  in  1937,  about  two- thirds  of  the  leaf  tobacco, 
and  more  than  one-half  of  all  furniture  and  other  manufactures  of 
wood.   Lumber  in  1937  came  almost  entirely  fr(xa  Guatemala  and  the 
United  States. 
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United  States  Trade  .with  EL  Salvador 
The  econonQr  of  £1  Salvador  and  the  coomerclal  and  financial 
transactions  between  the  United  States  and  that  countrj  are  dependent 
principally  upon  the  output  of,  and  the  market  for,  Salvadoran  coffee. 
Low  prices  have  greatly  reduced  the  value  of  coffee  In  recent  years , 
but  an  increased  volume  of  exports  has  helped  sustain  Salvadoran  pur- 
chasing power  as  compared  with  that  of  other  leading  coffee-exporting 
countries. 

The  most  notable  recent  development  in  the  trade  in  coffee  has 
been  the  greatly  increased  quantity  of  Salvadoran  coffee  marketed  in 
the  United  States.   Since  1932  the  IMited  States  has  become  by  far 
the  largest  market  for  Salvadoran  exports  of  coffee  and  EL  Salvador 
has  risen  from  sixth  place  as  a  source  of  United  States  imports  of 
this  prodiict  (1932)  to  third  place  in  every  year  since  193^. 
Trend  of  United  States-Salvadoran  trade. 

For  the  last  15  years,  the  trend  of  United  States  imports  from 
El  Salvador  has  been  irregular,  chiefly  because  of  the  marked  year- 
to-year  fluctuations  in  the  price  and  volume  of  Salvadoran  coffee 
marketed  in  the  United  States.   In  the  5-year  period  1924.-28,  the 
value  of  total  United  States  imports  from  El  Salvador  averaged  3 
million  dollars,  but  declined  thereafter  to  a  low  of  1.1  millioa 
dollars  in  1932.   Subsequently,  because  of  increased  sales  of  Salva- 
doran coffee  in  the  United  States,  total  imports  rose  to  a  peak  of 
8.6  million  dollars  in  1937,  exceeding  those  in  all  years  since  1920. 
Although  imports  have  been  lower  in  value  since  1937,  they  have  been 
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larger  than  In  many  earlier  years.   In  the  first  12  months  of  the 
European  war,  imports  were  slightly  smaller  than  in  the  preceding  12 
months.   KL  Salvador's  sheire  in  IMited  States  imports  from  Larin 
America  as  a  whole  has  been  much  greater  since  1933  "than  in  jireceding 
years  (see  table  8). 

Imports  from  El  Salvador  in  recent  years  have  greatly  exceeded 
those  in  predepression  years,  but  United  States  exports  to  that 
country,  reflecting  chiefly  the  fluctuations  in  Salvadoran  purchasing 
power,  have  been  much  smaller  since  1930  than  in  earlier  years  (see 
table  8).   In  the  5  years  1924-28,  Ifoited  States  exports  to  El  Salva- 
dor averaged  7*9  million  dollars  annually;  they  then  declined  to  a 
low  of  2.3  milliai  in  1932.   Although  they  recovered  appreciably 
thereafter,  reaching  4*7  million  dollars  in  1940,  they  were  materially 
smaller  in  that  year  than  before  1930.   In  the  12  months  following 
the  outbreak  of  the  European  war,  exports  amounted  to  5*1  million 
dollars,  exceeding  those  of  the  preceding  12  months  by  41  percent, 
or  scmewhat  less  than  the  increase  in  exports  to  Latin  America  as  a 
whole. 
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Table  8.  -  United  States  imports  from  and  exports  to  EL  Salvador, 
192ii-iiO,  and  the  12-month  periods  September-August  1938-39 
and  1939-40 

(Value  in  thousands  of  dollars) 


Year 


1924. 

1925  - 

1926 

1927 


1928 


1929  — 

1930  — 

1931  — 

1932  — 

1933  — 


1934 

1935 

1936 

1937 

1938 


194ai/  ■ 


12  nos.  S9pt.-Aug.i/ 

1938-39  

1939-40  


Percent  change 


General  imports 


Value 


3,912 
2,323 
4,237 
1,545 
3,201 

3,830 
2,875 
2,231 
1,U3 
2,108 

2,539 
4,934 
5,021 
8,563 
5,672 

6,957 
7,038 


7,199 
6,858 

-4.7 


Percent  of  total 
United  States 
imports  from 
Latin  America 


0.38 
.23 

.a 

.16 
.34 

.38 
.42 
.47 
.35 
.67 

.68 

1.10 
1.00 

i.30 
1.30 

1.30 

1.10 


1.50 

1.10 


Exports  (incl.  reexports) 


Value 


6,492 
9,194 
9,557 
6,869 
7,591 

8,050 
4,457 
3,483 
2,289 
2,320 

3,130 
2,831 
2,794 
3,628 
3,526 

4,172 
4,681 


3,625 
5,092 

+40.5 


Percent  of  total 
United  States 

exports  to 
Latin  America 


0.88 

1.10 

1.10 

.85 

.91 

.88 

.71 

1.10 

1.20 

1.10 

1.02 
.82 
.71 
.63 
.71 

.73 
.64 


.74 
.69 


1/  Preliminary. 

Source:  Compiled  from  official  statistics  of  the  U.  S.  Department  of 
Commerce. 
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United  States  Imports  from  EL  Salvador.  , 

Coffee*  -  Approximately  98  percent  of  the  value  of  all  United 
States  imports  fr(»a  El  Salvador  consists  of  coffee;  the  remainder  is 
in  large  peirt  henequen  and  balsam  of  Peru  (see  table  9)» 

%e  United  States  market  for  Salvadoran  coffee  has  expanded 
greatly  since  1932.   In  the  3  years  1937-39,  the  quantity  imported 
averaged  81.6  million  pounds  annually,  and  was  several  times  larger 
than  that  imported  in  the  earlier  years  of  the  decade  1929-38.   The 
value  of  imports  also  increased,  but  less  rapidly  than  the  quantity 
because  of  declining  prices.   The  unit  value  of  imports  of  coffee  from 
El  Salvador  averaged  20.7  cents  per  pound  in  1929 >  then  dropped  to  9.7 
cents  in  1932,  and  averaged  8.5  cents  in  the  3-year  period  1937-39. 
Coffee  from  EL  Salvador  is  of  the  "mild"  variety,  and  its  average 
price  is  appreciably  higher  than  that  of  imports  from  a  number  of  other 
coxmtries.   Because  of  the  marked  increase  in  shipments  of  coffee  from 
El  Salvador,  that  coimtry  has  greatly  increased  its  share  in  total 
IMited  States  imp<»'ts  of  that  product.   In  1929  EL  Salvador  accounted 
for  1.1  percent  of  the  total  quantity  imported,  and  in  1932  for  but 
0.8  percent;  by  1937  the  share  had  risen  to  5.6  percent,  and  in  the 
3-year  period  1937-39  it  averaged  4..  3  percent. -i/^ 


1/  Under  the  Inter- American  Coffee  Agreement,  effective  for  3  years 
beginning  Oct.  1,  1940,  basic  annual  quotas  were  adopted  for  apportion- 
ing the  IMited  States  and  world  markets  for  coffee.   United  States 
imports  of  coffee  were  limited  to  a  maximum  of  about  2.1  billion  jounds 
(15.9  million  bags  of  60  kilos),  of  which  the  quota  for  EL  Salvador  was 
79.4  million  pounds,  or  slightly  more  than  the  amount  imported  there- 
from in  1939.   On  June  1,  1941,  the  Salvadoran  quota  was  increased  to 
80.7  milli<xi  pounds  by  the  Inter-American  Coffee  Board. 
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The  Increased  consumption  of  Salvadoran  coffee  in  the  IMited 
States  may  be  attributed  to  a  number  of  factors,  but  principally  to 
the  improved  marketing  methods  of  Salvadoran  producers  and  exporters. 
While  total  consumption  of  all  coffee  in  the  United  States  has  risen, 
the  greater  increase  has  been  in  the  "mild"  types   cooing  from  Central 
America,  Colombia,  and  Venezuela,  as  contrasted  with  th«  "strong" 
varieties  which  make  up  most  of  United  States  importf.   II  Salvador 
has  become  the  second  most  important  supplier  of  "mild"  coffee  (used 
chiefly  for  blending  purposes),  being  exceeded  only  by  Colombia. 

Dutiable  status  of  imports.  -  Only  a  small  part  of  United  States 
imports  from  EL  Salvador  are  dutiable,  inasmuch  as  coffee,  the  main 
import,  enters  free  of  duty.   In  the  trade  agreement  with  KL  Salvador, 
effective  May  31,  1937,  the  duties  on  balsam  of  Peru  (natural,  unccan- 
pounded,  and  not  containing  alcohol),  prepared  guavas,  n.s.p.f .j-^'and 
on  mango  and  guava  pastes,  were  bound  against  increase  at  the  rates 
to  which  they  had  been  reduced  in  agreements  with  other  Latin  American 
countries.   The  duly  on  honey,  which  had  been  reduced  to  2  cents  per 
pound  in  the  trade  agreement  with  Guatemala  (June  15,  1936),  and  theh 
bound  against  Increase  in  the  agreement  with  EL  Salvador,  was  further 
reduced  to  1^  cents  per  pound  in  the  second  Canedian  agreement,  effec- 
tive January  1,  1939.   The  duty-free  status  of  severel  other  articles 
was  bound  in  the  agreement  with  EL  Salvador. 
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Thilted  States  exports  to  EJL  Salvador* 

lierofaandlse  exports  to  El  SalTEidor,  valued  at  4..2  mlllloa  dollars 
in  1939»  are  hl^ily  diversified,  and  consist  mainly  of  manxifactures  or 
semimaniifac tares.   These  are  in  large  part  constimers*  goods,  or  semi« 
manufactures  used  in  the  making  of  c<»istmers'  goods.   £1  Salvador  is 
largely  an  agricultural  country,  and  though  small  fabricating  enter- 
prises are  fairly  numerous  and  are  increasing,  that  country  remains 
largely  dependent  upcm  foreign  sources,  chiefly  the  Ibiited  States,  for 
its  reqxiirements  of  many  manufactured  products. 

The  ixpincipal  grovtpa   of  exports  to  EL  Salvador  in  1939  were 
textile  fibers  and  manufactures,  28  percent;  and  machinery  and  vehicles, 
19  percent  (see  table  10).   The  outstanding  exports  of  individual  prod- 
iicts  to  £1  Salvador  are  cotton  cloth  (bleached  and  tmbleached) ,  passen* 
ger  caxB,   wheat,  upper  leather,  and  gasoline.    Exports  of  a  few  of 
tiiese-  products  have  deviated  fr(m  the  declining  trend  of  total  exports. 
Exports  of  wheat  have  increased  and  those  of  niieat  flour  have  declined 
as  El  Salvador  has  increased  its  milling  facilities.   Recent  shipments 
of  cottcm  yam  have  been  small,  and  exports  of  cotton  cloth  (bleached 
and  unbleached)  have  been  lower  in  value  than  before  the  depression. 
Althou^  total  exports  to  El  Salvador  have  recovered  to  only  one-half 
of  their  predepression  level,  the  value  of  recent  exports  of  leaf 
tobacco,  silk  hosiery,  newsprint,  radio  receiving  sets,  motor  trucks, 
emd  a  number  of  i^iarmaceuticals  has  been  appreciably  larger  than  in 
1929  (see  table  11). 
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Table  10.  -  United  States  exports  (domestic  merchandise) 
to  El  Salvador,  by  groups  of  commodities, 
in  1938  and  1939 

^In  ttiouseinds  of  dollars) 


Groups  of  commodities 


1938  :  1939i/ 


Animals  and  ariimnl  products,  edible,  total 

Animals  and  animal  products,  inedible,  total  


Vegetable  food  products  and  beverages,  total  

Vegetable  products,  inedible,  except  fibers  and  wood, 
total  


Textile  fibers  and  manufactui^es,  total  — 
Cotton  maniifactures 


Wood  and  paper,  total  

Nonmetallic  minerals,  total  

Petroleum  and  products  


Metals  and  raanufactiu-es,  except  machinery  and 
vehicles,  total • 


Machinery  and  vehicles,  total  — 


Electrical  machinery  and  apparatus  

Industrial  machinery  

Automobiles,  parts,  and  accessories  


Other  machinery  and  vehicles  

Chemicals  and  related  products,  total  


Miscellaneous  — 
Total  exports 


32 
187 
380 

122 
793 


6^8 
108 
299 


265 


276 
797 


201 

U9 
296 

151 

302 
208 


3,50-^ 


1/ Preliminary. 

Source:  Compiled  from  official  statistics  of  the  U. 
of  Commerce. 


30 
186 
382 

135 
1,176 


9A5 
139 
333 


27A 


3^^ 


792 


183 

132 
354 
123 

370 
249 


4,138 


S.  Department 
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Balance  of  lyiymente  betT?een  the  United  Stateg  and  El  Salvador . 

By  far  the  largest  volume  of  financial  transactions  between  the 
United  States  and  El  Salvador  arises  from  the  mercliandise  trade  (see 
table  12) ,   Until  1935  the  valioe  of  merchandise  exports  to  El 
Salvador  customarily  exceeded  that  of  imports  therefrom.   Princi- 
pally because  of  the  marked  increase  in  imports  of  coffee,  the  value 
of  imports  has  considerably  exceeded  that  of  exports  in  every  year 
since  1934..   The  debit  balance  on  merchandise  account  is  further 
increased  by  imports  of  gold  from  El  Salvador,  amounting  to  0.5 
million  dollars  annimlly  in  recent  years.   Gold,  the  second  largest 
import  from  that  country,  should  be  considered  as  part  of  the  mer- 
chandise trade,  inasmuch  as  it  is  the  product  of  Salvadoran  mines 
and  does  not  represent  the  movement  of  monetary  reserves. 

One  of  the  largest  credit  items  in  the  balance  of  payments  with 
El  Salvador  consists  of  interest,  bond-redemption,  and  sinking-fund 
receipts  arising  from  Salvadoran  dollar  bonds  held  in  the  United  States. 
The  dollar  debt  of  El  Salvador  is  composed  of  two  issues  of  the 
Republic,  totaling  11.8  million  dollars,  of  ?fliich  estimated  holdings 

in  the  United  States  amounted  to  4..1  million  dollars  at  the  end  of 

1/ 
1938.     Although  the  bonds  have  been  in  default  since  1932,  partial 

payments  were  made  for  a  time  imder  the  terms  of  a  temporary  debt 

service  plan  adopted  in  May  1933 »  and  s\ibsequently  under  the  debt 

readjustment  plan  of  April  1936.   In  November  1937  the  Salvadoran 

Government  reduced  the  export  tax  on  coffee  by  67  percent  for  the 

1/  U.  S.  Departinent  of  Commerce,  The  Balance  of  International 
Payments  of  the  United  States  in  1938,  appendix  D,  p.  90. 
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pvarpoee  of  aiding  the  coffee  growers  who  bad  been  serlouely  affected 
by  the  decline  in  the  price  of  coffee  at  that  time.   Because  of  the 
substantial  loss  in  government  revenue.  El  Salvador  declared  a  mora- 
toriun,  and  service  on  the  foreign  debt,  which  is  secured  by  a  lien 
on  70  percent  of  the  country's  customs  revenues,  was  temporarily  sus- 
pended, effective  January  1,  1938. 

On  the  basis  of  the  statistics  shown  in  table  12,  the  United 
States  in  most  recent  years  has  had  an  appreciable  net  debit  balance 
in  its  financial  transactions- with  El  Salvador.   Statistics  are  not 
available,  however,  to  show  the  income  from  direct  investanents 
(credit)  or  the  new  investment  of  United  States  capital  (debit)  in 
El  Salvador.   The  movement  of  capital  into  that  country  has  probably 
not  been  large  in  recent  years,  but  the  return  on  United  States  direct 
investments  there,  irtiich  were  valxied  at  17.2  million  dollars  at  the 
end  of  1936,—'  may  have  been  substantial  compared  with  other  items 
in  the  balance  of  payments.   A  part  of  the  value  of  imports  from 
El  Salvador  represents  such  income.  Inasmuch  as  some  United  States 
enterprises  operating  in  El  SalvB.dor  produce  for  export,  principally 
to  the  United  States.   The  income  on  their  investment  is  thus 
obtained  in  dollars  through  the  sale  of  their  products  in  this  market. 


1/  U.  S.  Department  of  Commerce,  American  Direct  Investments  in 
Foreign  Countries  -  1936,  table  At   p»  12. 
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